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Introduction 

The Prices and Incomes Commission has completed 
an examination of the factors leading to the settlement 
Signed on March 16, 1971, by members of the London Sheet 
Metal Contractors Association and Local 473 of the Sheet 
Metal Workers' International Association. This action was 
taken by the Commission in response to wide-spread concern 
about the size and timing of the settlement and its 
implications for negotiations now in progress in the con- 
struction industry in Ontario and in other parts of Canada. 
The examination, which was welcomed by both of the parties 
involved in the settlement, received the full support of 
the Government of Ontario. 

Over the last several months the Commission, in 
co-operation with provincial departments of labor, has been 
participating in joint discussions involving both contractors 
and unions on ways of bringing construction cost increases 
in Canada under control. Following a number of meetings with 
the Joint National Policy Committee representing the United 
Association of Journeymen and Apprentices of the Plumbing 
and Pipe Fitting Industry and the Canadian Plumbing and 
Mechanical Contractors Association, a statement entitled 
"Action to Restrain Rising Costs in the Construction Industry" 
was produced and approved by the Joint Committee. The 


measures outlined in this statement have since been discussed 
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with executives of construction Associations and Building 
Trades Councils in Ontario, British Columbia, Alberta, Nova 
Scotia and New Brunswick, and with federal and provincial 
government representatives and have been generally well 
received. Many of these measures are, however, of a longer- 
term nature and cannot be expected to produce results quickly. 

In the view of the Commission a determined effort 
to restrain cost increases in the construction industry is 
long overdue. This industry accounts for approximately 16 
per cent of the Gross National Product in Canada, directly 
employs over 400,000 workers, and indirectly employs 
thousands more. Because of its size and influence on costs 
and prices in other industries, an early and substantial 
moderation of cost increases in this industry is essential 
for the achievement of reasonable price stability in the 
economy as a whole. 

The settlement reached by the sheet metal workers 
and contractors in London involved one of the first of some 
200 major agreements in the construction industry that will 
be renegotiated in Ontario this year. The settlement 
provides an increase in total compensation of nearly 40 
per cent over a two-year period. If other construction 
settlements in Ontario follow the same pattern, there is no 
doubt that the effect will be a further substantial 


escalation of costs affecting many industries. 
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Groups Interviewed 


In the course of conducting the examination, the 
Commission held meetings with the following: 
1. The Executive and the Business Agent of 
Local 473 of the Sheet Metal Workers' 


International Association. 


2. The London Sheet Metal Contractors 
Association. 


3. The London and District Building Trades Council. 
4. The Executive of the London and District 
Construction Association. 

The Settlement 

The present three-year agreement between sheet 
metal contractors and the union in the London area expires 
on April 30, 1971. The compensation package provided by 
this agreement totals $6.13 per hour. This includes $5.40 
per hour for wages, eight per cent or 43 cents per hour for 
vacation pay, and 30 cents for welfare, pension and health 
plans for each hour worked. 

The new contract which is to become effective on 
May 1, 1971, provides $5.80 per hour wages as of that date, 
46 cents per hour vacation pay and 50 cents per hour for 
welfare, pension and health plans, for a total of $6.76. 
Six months later, the hourly wage is to increase to $6.40 
which automatically increases vacation pay to 51 cents per 


hour. Total compensation at that time, Nov. 1, 1971, will 
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amount to $7.41 per hour. On May 1, 1972, the hourly wage 
rate is to become $7.40 per hour, and vacation pay is to 
increase to nine per cent or 67 cents per hour. The rate 
of compensation from May 1, 1972, to the end of the contract 
on April 30, 1973, will be $8.57 per hour. 

The total increase in the hourly rate of compen- 
sation over the life of the contract will be $2.44 or 39.8 
per cent which is an annual compound rate of change of 18.2 
per cent. The contract also provides increases in travel 


expenses and board allowances. 


The Position of the Union 

Following notification to bargain early in January, 
1971, Local 473 held several union meetings at which a set 
of demands was gradually worked out. The union Negotiating 
Committee had its first meeting with the contractors on 
Feb. 11, 1971, for the purpose of discussing over-all 
contract proposals excluding money items. 

On Feb. 25, 1971, the contractors over-all 
proposals, which did not include money items, were in turn 
discussed. As it evolved, the discussion covered money 
items. The union put forward its demands in this regard and, 
before the meeting ended, a tentative understanding was reached. 
On March 3, 1971, a Memorandum of Agreement was signed 


between the two parties, including agreement on money items. 
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The union representatives expressed surprise at 
the speed with which the contractors had been willing to 
reach an agreement which, as far as the total wage increase 
is concerned, was close to the union's original demand. 

The union's expectation was that two or three further 
meetings might have been required for meaningful bargaining 
to take place on wage rates. 

In establishing their original demand for an 
increase on May 1, 1971, of $1.25 and another $1.00 on 
May 1, 1972, the union had examined the rates paid to sheet 
metal workers in selected cities, particularly in the south- 
western area of the province. 

Current and future hourly wage rates paid to sheet 


metal workers in various Ontario centres are set out below: 


SHEET METAL HOURLY WAGE RATES FOR SELECTED AREAS 


New or Existing Agreements”? 


Rates 
March, 1971) May 1, 1971 Nov. 1, 1971 May 1, 1972 
London $5.40 $5.80 $6.40 $7.40 
Sarnia 6.34 6.81 - 7. 30 
Windsor 6.15 : 5 
St. Catharines 5.55 . i P 
Kitchener 3:55 s ‘ , 
Hamilton 6.50 - i " 
Toronto 5.98 - ‘ i 
Ottawa 5.40 2 ‘ > 
Sudbury 6.05 - . 4 
Sault Ste. Marie 5.07 : . ° 
Thunder Bay 5.55 - 4 . 


Data taken from Schedule of Hourly Wage Rates, Holiday Pay Assessments and Standard Work Weeks in the 
Building Trades in Canadian Centres, July 1, 1970, Canadian Construction Association. 


Data taken from Collective Agreements, 
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The original union demands included a number of 
other items. Among these were an increase from eight per 
cent to 10 per cent in vacation pay as of May 1, 1971; height 
pay amounting to 50 cents per hour; and a parking allowance 
for workers when on centre town projects. The last two items 
were deleted during the negotiations and, as noted earlier, 
vacation pay was increased to nine per cent as of May 1, 1972. 

The union knew that bids were due shortly on 
Sizable work contracts and that the sheet metal contractors 
would want to reach a settlement as early as feasible to be 
in a position to work out firmly-based estimates of labor 
costs, as part of their total bids. 

Another factor which was said by the union to 
have played a part in speeding up the conclusion of the 
settlement was a rumored rejection by sheet metal workers 
in another centre in the province of a proposed three-year 
agreement providing for three consecutive annual increases 
of $1.00 each. 

In view of what the union regarded as unsatis- 
factory past experience in co-ordinating wage bargaining 
with the unions that are members of the London and District 
Building Trades Council, the Sheet Metal Union stated it 
preferred to carry on negotiations directly. The local 
union views its function essentially as attempting to obtain 
the best possible contract terms for its members. 

The union also pointed to the jointly-supported 


apprenticeship program for sheet metal workers in the 
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London area. This had contributed, it stated, to a high- 

quality performance by tradesmen and to increased productivity. 
The London and District Building Trades Council, 

in a later discussion, supported the need for more advance 

planning by clients, a more even flow of construction activity 

and joint action by governments, clients, contractors and unions 


as positive steps to restraining increasing costs in the industry. 


The Position of the Contractors 

The current year is expected by the sheet metal 
contractors to be a busy one in the London area, following 
two years of slackness and a prolonged strike in 1968. More 
specifically, bids were due in mid-March on a $1 million 
sheet metal contract in London. Other important sheet 
metal bids were due in March and April. 

Most of the companies are relatively small, doing 
business of less than $1 million annually. They have, 
moreover, rather limited financial reserves. They voluntarily 
submitted to the Commission audited financial statements 
covering several years, and it is clear from these that the 
firms were not in a good position to contemplate a lengthy 
work stoppage in 1971. 

The contractors were aware that the supply of sheet 


metal tradesmen in London would likely be inadequate by early 
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summer, necessitating recruiting in other regions which, in 
some cases, have higher wage scales. 

Rumors persisted that construction unions in 
Ontario were making very high wage demands and the sheet 
metal contractors believed that a high settlement was 
inevitable, particularly since London wage rates in the 
construction trades were known to be lower than in some 
other major centres in the southwestern area of the province. 

The contractors thought they had succeeded in 
obtaining adjustments in the union demands which were signi- 
ficant from a timing point of view. They agreed the skills 
of sheet metal tradesmen have improved in recent years, but 
there was no indication that a settlement of this size could 
be offset by productivity improvements. 

In the face of this economic situation, it is 
apparent why the sheet metal firms were not inclined to post- 
pone a decision to settle, even though they had participated 
in joint discussions with contractors in other sectors of the 
construction industry in London. 

The action of the sheet metal contractors in 
breaking ranks in late February with other groups of con- 
struction contractors in London was sharply criticized by 
the executive of the London and District Construction 


Association. In defence of their position, the sheet metal 
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contractors referred to a united bargaining front attempted 
in 1965 in London by the construction industry. This failed 
when one segment of the general contractors settled independ- 
ently. 

Another attempt was made in 1968, during which the 
London Sheet Metal Contractors Association took the lead and 
was struck. The members held out for nine weeks while con- 
tractors in other sectors of the industry continued to work 
in London, and while sheet metal firms in Toronto and other 
centres hired their sheet metal tradesmen. Having suffered 
on that occasion, the sheet metal contractors were determined 
not to be caught out again. 

It should be added that in 1968 a disturbing element 
was the existence of an agreement made between contractors and a 
union in another sector of the industry in London. This 
agreement provided for additional increases to match those 
obtained by the sheet metal workers, should higher rates be 


obtained as a result of the strike. 


General Comments 

Early in 1971, the Ontario Federation of Construction 
Associations, in co-operation with the Provincial Building 
and Construction Trades Council, took an initiative toward 


province-wide bargaining. Representatives of both the London 
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sheet metal contractors group and of Local 473 took part in 

discussions concerning this initiative. Unfortunately plans 
had not advanced far enough by early February to provide any 
assurance that bargaining on a province-wide basis in the 


sheet metal industry would in fact occur early in 1971. 


Should bargaining on this broader basis become a reality 
during the life of the London sheet metal agreement, it is 


provided that this local agreement will become null and void. 


Province-wide bargaining on a trade basis will, it is 
expected, help to remove whip-sawing tactics and hence must be 
recognized as a useful initial step in bringing about more 


orderly bargaining practices. 


The construction industry faces from time to time 
periods of strong demand pressure. These provide an opportunity 
for -- and are offered as a justification for -- sharp increases in 
wage rates and profit margins. When demand pressures on the 
industry slacken, the industry is saddled with these high labor 
costs in attempting to attract more business, to the detriment 
of construction employment and the solvency of construction 
firms. In this sense the attempt to take maximum advantage of 
short-term or local upsurges in demand is an understandable 
but self-defeating strategy for both sides of the industry 
itself. 


pers ‘es 


oh sn es ee tees, to Seu quote) 2 sxodbet 
aS irae cise via 


ys obiiveza ow Yieutdet vhaas 00 riguoiye oat oF 


‘add nt aes saiW-opnivosy 6 no pein tapas 


ANE Lent wires !tus5o Jos? nit ElvoW sedi t 


i ! be _ 
+ET so & Smoosd » iateed tebe od opr ib Ce) Sain tbound saatgant 4 iD 
wi 9d Spsmeties Thsem 3 sbrle fobrod ae) to- oni 3H me 


ile 
biov Bits ifun anGoed LLiw thomesips Tacol, samt edo babive 


ai dE» Sh Iw mtuce Sbet) 6 no pninispisd sbiw-soniven’ i 
au ian sonen bre vortoss oy twee-coLiw svaien Od glen bedee 
Stem ju 6eds Sates as gate Le rtcak Dy; ERE & 25 pair 
soi top1G aminiepsed eixebae | 
A 

anta oF amis most esos}: yxtavbni noktoursenos sAr 
¥2 tenet nego GB Sbiyorg Sash  .sisazcorg bashes Erorse to paola 
' asabokom?d ogee -- iol noissoiiiger, 6 as bexsitoe saa big => 402 a 
ait io BewWevew Giateb doit  .ehiptsn 4itotqd Sas sper odaw | 
vodel dpind seédt doiw belbbse ai grdailin i aig ,ostoste cadeuboit vy) 
/hemixteb add oF , aasniard sxom gosizis of piitqmesds nt e008 


notjourtEnor iG Lape ipe $2 Hos sadsmyolqns soi sous 1800.36 


te opetiaybs municem Si67 oF Somette ais Seasa eids al . 3 i: ie 


aidebasierxSine its at baaiteb pi aspivequ. Isooi xo incedt= $x 
ygitevbal etd %o eebia digod +0] ypetsite ontisatebePteet sud 
, Meek e 


i 


. er 


es 


Findings and Conclusions 

This examination of the factors leading to the 
settlement between the London Sheet Metal Contractors 
Association and Local 473 of the Sheet Metal Workers' 
International Association reveals little evidence that ‘ 
consideration of the broader public interest played any 
part in their collective bargaining. 

Both parties were clearly aware that the settle- 
ment reached was likely to have direct consequences for other 
settlements in the construction industry in the London area 
and throughout the province this spring. They recognized 
that in all probability these cost increases would be passed 
on to the industry's customers, but they did not express any 
great concern about the implications of higher construction 
costs for prices and employment generally. 

It is clear that if settlements of this magnitude 
were to occur in other bargaining situations in Ontario over 
the coming weeks, they would lead inevitably to still higher 
costs in the industry and might spill over to other industries 
and other sections of the country. A further round of sub- 
stantial cost increases originating in high construction wage 
settlements will have to be paid for by the rest of the 
community, either in the form of higher prices or in the form 


of reduced activity and employment in industries unable to pass 


(oo 


vo aud aa ath ieee : wa 


~ Lia 


i! 
' ’ atid sonbetva’¢ 
| ane Hovath seegeint, obbind yehsoid nae +0, cokgeaebh 


\pabatsy tad Sy isset (os xian ie 


i] 


a : _s 
obeA RET 


git gipove: nots es 


~sts9on ait ‘sent esaWs ylgeedo S'toW a tac fto8 


Taso" 03 ascitauysenon. doeaib ved ov whotkt (eew bedorext | 


mie 


&b%s HDAC, Sat. abs gareubat HOLS Ssr1J aoe and td eisne isi 


box inwesen yen 


boanay od (bilaow dSeepAIak Jaap eee: v4 Lidadenq Biles ct death.) 


a: nesadua $8 tb, yeas aod 
10) %onksenio® sedpin ao piigitepitami S119 FUGGSE MaAsoNOo sneee 

\Witerenee Sie olcinis bis, Ben bid wot ateou 
Pred D ree a ehad tor a¥mows tases) 22 {Sid 1ssisveaiaosl 


vevor obtssn0 nk anpixsucie painisy red Tedjo AL IwesO G2 etew 


ret(oin I\blae ox yyidsdivent beet Dkgow yors ,ateaw ominios ita - i 


Se lsleMbas sealyo oF aeVvo Pigs cdbin base yartevier-sdg al es2008 


Aue ZO enced ae sodgued A. yrawWoOD str lo engl tose seido- Bris 


epaw Joleousse a iprd nd Oritetiving esasstoni, s200 Lecdnese ° 4 


end to Jeas ods 
miot) att ei ga ab i349 xStvyin | to msor Sig ak asitie ve yan 


sang of Ofdean aeihtenbat i hit aa Gas) YaSVioDB Sapa inset 


ry J 
{ 


se t.. ‘ 
« 7 | ‘4 


re yh 
Aedisdd Bers) SoecVdtg ods sdodgvowdd Baw, 


~etemddeuvo &*ytdewbrt sdt Gt na 


vi LOT blag od of ved Atew etnenel tee, 


ry 


ee (oo 


these higher costs along to their customers. 

Employer associations and unions in various sectors 
of the construction industry in Ontario have been endeavoring, 
as indicated above, to develop a more rational bargaining 
system. Time, however, is running out. The present defi- 
ciencies in the system are threatening to inflict further 
serious damage on the economy as a whole at a time when 
unemployment is already high and when a renewed worsening of 
inflation would greatly complicate efforts to expand job 
Opportunities. 

In the Commission's view there are only two 
alternatives if this threat is to be averted. The con- 
struction associations and unions must take immediate and 
decisive action to bring increases in incomes in the industry 
more in line with what the economy can support. Failing 
such action, governments will have to find a prompt and 
effective way of intervening to ensure that the public 


interest is protected. 
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